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On 16/02/2016, the German Ministry of Justice and
Consumer Protection presented two pieces of draft leg-
islation for the ratification of the international Agree-
ment on the Unified Patent Court. After the fees for the
“unitary patent” have been fixed and a proposal for the
court fees and the limits of reimbursable representa-
tion costs at the Unified Patent Court has been provid-
ed, the political promise that the new system would
support small and medium-sized enterprises (“SMEs”)
can be judged against the realities. It does not come as
a surprise that it is not being fulfilled. Most recently,
even the European Commission declared that cost risk
would be so significant that SMEs required an insur-
ance to cover it, while admitting at the same time that
currently no such insurance is available. An overview
on desire and reality as to the costs of the “unitary pa-
tent” and the Unified Patent Court.

L. Political core theme of the “patent package”:
Support of SMEs

11 The starting position

From the outset, the support of small and medium-sized
enterprises, so-called “SMEs”, was a key motif in the po-
litical efforts for the creation of a “unitary patent” and
Unified Patent Court (“UPC”, both together afterwards
“patent package” and “unitary patent package”) which
were promoted as a means to ensuring SMEs a more cost-
effective access to patent protection and patent enforce-
ment.

According to Commission recommendation 2003/361/EC,
“SMEs” are enterprises with fewer than 250 employees
and either an annual turnover of no more than
EUR 50,000,000 or an annual balance sheet total of no
more than EUR 43,000,000." The term covers micro enter-
prises,” small enterprises’ and medium enterprises.*

The “patent package” makes a distinction: Some measures
are reserved to SMEs in that sense, others are also availa-
ble to further addressees not constituting an “enterprise” in
the recommendation sense (natural persons, non-profit
organisations, universities or public research centers), the
latter are afterwards called “other entitled entities”.

! Commission Recommendation 2003/361/EC, Art. 2 (1) Annex,
accessible at bit.ly/331PnsH.

%< 10 employees, annual turnover/annual balance sheet total <
EUR 2,000,000.

311 to 50 employees, annual turnover/annual balance sheet total
< EUR 10,000,000.

451 to 249 employees, annual turnover of EUR 10,000,000 to
50,000,000 or annual balance sheet total of EUR 10,000,000 to
43,000,000.

Already in the run-up phase to the legislative proceedings,
the support of SMEs had been designated as the main ob-
jective of the “patent package”. Respective statements can
be found already 1997 in the Commission’s “Green Paper
on the Community patent and the patent system in Eu-
rope”™ in which, for instance, a specific fee structure for
SMEs was suggested.®

In 1998, the EU Parliament adopted a Resolution’, in
which it demanded, amongst others, ready access to indus-
trial property rights for SMEs and “a 50% reduction in the
total costs of applying for a patent” for them.

In 1999, the Commission published a document titled
“Promoting innovation through patents”® with follow-up
measures to said Green Paper, again with a focus on the
support of SMEs:’

“The question of the cost of patents in Europe was
largely perceived as one of the major causes of the dif-
ficulty which innovative enterprises, and particularly
SMEs, had in gaining access to the patent system. Spe-
cial efforts must be made to reduce these costs, wher-
ever possible.”

In it, specific proposals were made for measures benefit-
ting SMEs: "’

“The cost of the patent in Europe is clearly perceived,
particularly by small and medium-sized enterprises, as
one of the major obstacles to the optimum use of the
system. Influenced by the changes introduced in the
United States, the European Parliament considers that
SMEs should benefit from a 50% reduction in the cost

of filing patents.”

After a public consultation on the future patent policy in
Europe had been held in 2006, the Commission concluded
in its paper “Enhancing the patent system in Europe” in
the year 2007:"!

> Document COM (1997) 314, p. 20, cipher 4.5, accessible at
bit.ly/3bpyTd6.

®Fn. 5, S.22, last para.

7 Resolution of 19/11/1998 on the Commission Green Paper on
the Community patent and the patent system in Europe: Promot-
ing innovation through patents, accessible at bit.ly/33GMhp6.

8 Document COM (1999) 42 final, accessible at bit.ly/33JjKzb.
°Fn. 8, p. 9, last para.

'"Fn. 8, p. 18, cipher 3.7.1.

" Document COM (2007) 165 final, p. 5/6, accessible at

bit.ly/3ho8mkf.


https://bit.ly/33IPnsH
https://bit.ly/3bpyTd6
https://bit.ly/33JjKzb
https://bit.ly/3ho8mkf

“The existing system with the danger of multiple patent
litigation has several consequences which weaken the
patent system in Europe and make patents less attrac-
tive, in particular for SMEs.

First of all, it is costly for all parties involved. They
must hire local attorneys and experts and pay court
fees in all the countries where litigation is initiated.
This is not necessarily a problem for big business.
However, for many SMEs and individual inventors the
costs of litigation can be prohibitive. They may have
invested significant sums in obtaining a patent but then
are simply not able to enforce it against infringements.
This can empty the patent of any practical value.”

In terms of the costs of patent litigation, it was stated:'”

“Patent litigation in the EU is unnecessarily costly for
all parties involved. This is not as severe a problem for
big business as for SMEs and individual inventors, for
whom the costs of litigation can be prohibitive. Moreo-
ver, studies in the US and the EU have demonstrated
that SMEs face a bigger risk of being involved in liti-
gation. Potential litigation costs can substantially in-
crease the risk associated with patenting R&D and
thus also with innovation activity as such. Therefore,
our patent strategy should involve a reduction of litiga-
tion costs for SMEs.”

A need for action was also seen at the international level: '

“As regards cost the gap in comparison with Japan
and the USA must be significantly reduced, notably for
SMEs.”

II1. Patents and costs
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costs are incurred by the applicant, respectively the owner
of the patent.

If the scope of a granted patent is infringed, an action
needs to be started at the competent court. Here, costs are
incurred for attorneys at law and patent attorneys as well
as for court fees; further costs can be due e. g. for transla-
tions or party experts. These costs accrue on the side of the
patent owner as well as on that of the opposing party, the
court will allocate these costs in its decision at the end of
the instance.

Legal redress is also possible against a granted patent (e. g.
a revocation action), the cost situation is, in principle, sim-
ilar to that of infringement litigation as mentioned above.

Iv. The European legislative proceedings on the
“unitary patent package”

During the EU legislative proceedings on the “patent
package” — consisting of one Regulation on the “unitary
patent” and one on the translation regime as well as the
international Agreement on a Unified Patent Court (“UP-
CA”) —, the institutions in charge did not miss any oppor-
tunity to emphasize the extent to which especially SMEs
would benefit from its realisation.

Although the course and contents of a legislative proce-
dure at EU level can usually not be followed easily since
written protocols are prepared only to a very limited ex-
tent, a protocol text'* exists on the “patent package” which
has been composed from audio and video recordings and
allows recalling the motives communicated by the Com-
mission, Council and Parliament.

1. The support of SMEs as a core objective

For all readers not intimately familiar with the patent sys-
tem a brief and simplified description shall be given of the
costs incurred in relation to patents, in order to facilitate
the interpretation of the statements made in the legislative
proceedings on the “patent package”.

Basically, a distinction needs to be made between two dif-
ferent levels: The granting side and the infringement side.

The grant of a patent is requested in an administrative pro-
cedure at the competent granting authority, aiming at ob-
taining a temporarily limited monopoly on the economic
exploitation of an invention. In Europe, the applicant can
presently chose between a purely national patent grated by
the national Patent Offices and the so-called European
“bundle patent” granted by the European Patent Office
(“EPO”) based on the European Patent Convention
(“EPC”). The “bundle patent” is not a consistent protective
right, but a set of national patents of the EPC contracting
states and can cover up to 38 states, depending on the re-
quest of the applicant. During the granting procedure,
costs are incurred primarily for patent attorneys and for
fees raised by the Office. Further, yearly renewal fees for
upholding the patent protection have to be paid. These

2 Fn. 11, p- 7, “costs”.
3 Fn. 11, p. 12, third para.

During the legislative proceedings, it was repeated in an
almost mantra-like fashion that the “patent package” was
meant to serve especially SMEs, facilitate their access to
patent protection and reduce costs, many speakers under-
lined this over and over again.'> As an example, Raffaele
Baldassarre can be cited who, at that time, was an MEP
(EPP group) and the rapporteur for the Regulation on the
translation regime (translation from Italian):'®

“I really think that by approving these proposals for a
unitary patent, we will pave the way for a patent sys-
tem which is legally certain, cost-efficient, that will
serve the interests of small and medium-sized compa-
nies and will support innovation and European com-
petitiveness.”

The statements on the savings to be expected by the “uni-
tary patent” could virtually not be taken far enough: 70
percent,'” 75 percent,'® 80 percent.'” Although the founda-

1 Stjerna, The Parliamentary History of the European “Unitary
Patent” (Tredition 2016), ISBN 978-3-7345-1742-6, cf.
bit.ly/30Gov6f.

'S Cf. Stjerna, Parliamentary History (fn. 14), paras. 26 f., 91,
264,322, 539, 545, 771 f., 1413, 1415.

16 Stjerna, Parliamentary History (fn. 14), para. 1256.

'7 Stjerna, Parliamentary History (fn. 14), paras. 539, 1256.

18 Press statement of the Association of the German Industry


https://bit.ly/3oGov6f

tions of these calculations were at best unclear, these val-
ues were euphorically taken up in the press.”’

Also the alleged savings through a UPC were praised.

Prior to the vote in the EU Parliament on 11/12/2012,
Klaus-Heiner Lehne, at that time MEP (EPP group) and
rapporteur on the UPCA, described the alleged advantages
of the new system as follows:'

"I believe that, indeed, this is an enormous step for-
ward for small and medium-sized enterprises. (...)
[With the new patent system] for the first time, equality
of arms is created between large companies and small
ones. And for me, this is a definitive example of why
what we are going to approve today is a major step
ahead for the SMEs (...).”

Bernhard Rapkay, MEP (S&D group) and rapporteur on
the “unitary patent” Regulation, added:*

“In order to assert the protection in court, it is neces-
sary, in case of doubt, to go to 25 countries. Now, one
is enough. Anyone saying that it has become more ex-
pensive for small and medium-sized enterprises, this is
his secret, but this is not at all plausible. In fact, this is
indeed an improvement for small and medium-sized en-
terprises.”

2. The implementation by the EU legislator: No
cost determination in the “unitary patent package”

Despite all promises by the political operators on the al-
leged savings caused by the “patent package”, its parts do
not contain any definite provisions on costs. Included were
only some general principles to be taken into account for
the designation of costs at a later stage.

a) Regulation 1257/12 on the “unitary patent”

Regulation 1257/2012 on the creation of the “unitary pa-
tent” simply maintains that the new system would be
cheaper and thus foster innovation.” However, binding
determinations making sure that lower costs are truly
achieved are not being made. Art. 12(2) on the level of the
renewal fees of the “unitary patent” merely stipulates that
it should be set “taking into account the situation of spe-

(BDI) ,,Gute Nachricht fiir den Patent-Europameiser Deutsch-
land“ (“Good news for European patent champion Germany”) of
11/12/2012, accessible at archive.md/nQ38L; SPD Europa (Ger-
man Social Democratic Party in Europe), Newsletters July 2012,
accessible at xup.in/dl,13427990, and December 2012, accessible
at xup.in/d1,25522636.

' Stjerna, Parliamentary History (fn. 14), para. 1270; press
statement of the German Federal Government of ,,EU-
Patentrecht ist auf dem Weg™ (“EU Patent Law is on its way”) of
12/04/2013, accessible at archive.li/PrmMZ; Council press
statement “EU unitary patent: a big boost for innovation” of
17/12/2012, accessible at xup.in/dl,15919181.

? Einheitspatent schafft Chancengleichheit* (“Unitary patent
creates equal opportunities”), Association of German Engineers
(VDI) Circular of 04/01/2013, accessible at xup.in/dl,17865291.
2! Stjerna, Parliamentary History (fn. 14), paras. 1413, 1415,

22 Stjerna, Parliamentary History (fn. 14), para. 1431.

2 Reg. 1257/12, recital 4.
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cific entities such as small and medium-sized enterprises”.
An improvement of the situation for SMEs is not required.

b) Regulation 1260/12 on the translation regime

Regulation 1260/2012 on the translation regime
(“R 1260/12”) is framed a little more definite. The so-
called “good faith rule” (Art. 4(4) R 1260/12) and a com-
pensation scheme for certain translation costs
(Art. 5R 1260/12) were included as particular measures
for the support of SMEs. When having a closer look at
these, however, decisive limitations become apparent
which diminish their effectiveness.

aa) Good faith rule

The good faith rule provides for a limited liability of
SMEs and other entitled entities being sued for patent in-
fringement, if, due to a lacking translation of the patent in
question, they did not know or could not know about the
infringement. According to its wording, the provision is
only applicable in “a dispute concerning a claim for dam-
ages”. It cannot be applied to other claims, in particular the
cease and desist claim, although they can have a much
harsher impact than the damages claim. Hence, a situation
could arise in which an SME is not liable for damages due
to good faith, but is nonetheless not allowed to sell its
product any longer, as a result of the cease and desist
claim. It is unclear why the legislative idea has not been
framed independent of the asserted claim.

bb) Compensation scheme for translation costs

Under Art. 5R 1260/12, SMEs and other entitled entities
can demand, up to a ceiling, a reimbursement of the costs
for filing a patent application in an official language of the
EU that is not an official language of the EPO. However,
translations which have to be prepared for the purpose of a
legal dispute (cf. Art. 4(1) to (3) R 1260/12) are excluded.
Pursuant to Art. 4(3) R 1260/12, costs for these have to be
borne by the patent owner. As the costs for such transla-
tions can often reach a very substantial amount, the grant-
ed privilege is at best incomplete.

0) UPCA

The UPCA shows a similar lack of concrete specifications
on financial parameters. Neither the court costs nor the
extent of reimbursable costs have been determined.

aa) Court fees

It was only specified that the court costs would have to be
fixed with a view to ensuring fair access to justice for
SMEs and other entitled entities (Art. 36(3)2 UPCA).
“Targeted support measures (...) may be considered” for
them, without this being required (Art. 36(3)5 UPCA).

In the same fashion, the minutes of the signing of the UP-
CA merely recommend that “specific tools” be created for
SMEs and other entitled entities, as to allow them proper
access to the UPC.** Once again, the absence of specific

2% Council document 6572/13, p- 4, cipher 8, accessible at
bit.ly/3ofXaYm.


https://archive.md/nQ38L
https://xup.in/dl,13427990
https://xup.in/dl,25522636
https://archive.li/PrmMZ
http://xup.in/dl,15919181
https://xup.in/dl,17865291
https://bit.ly/3ofXaYm

legislative requirements seems surprising as a respective
regulation would make sense if the promised support of
SME was truly desired.

bb) Reimbursable costs

According to Art. 69(1) UPCA, the losing party has to bear
the “legal costs and other expenses incurred by the suc-
cessful party” up to a ceiling, unless equity requires oth-
erwise. For the details of this provision, reference is made
to the Rules of Procedure.

3. Cost calculations made on an unsuitable basis

From the outset, the extent of possible savings through the
“unitary patent package” as announced in the legislative
proceedings was unrealistic, already due to a doubtful cal-
culation basis, and was harshly criticized.

a) Skewed cost comparison with the European
“bundle patent”

The actual costs on which the political comparative calcu-
lations were made were mostly incomplete as the focus
was put only on the costs for obtaining the patent,* leav-
ing the renewal fees completely aside.

Further, cost comparisons of “bundle patent” and “unitary
patent” were often based on the impractical assumption
that the applicant of a “bundle patent” would seek protec-
tion for his invention in all 25 EU member states initially”®
taking part in the creation of a “unitary patent”.”’ Howev-
er, on average, protection is only requested for three to six
states.”® Only in some technological sectors (like chemis-
try or pharmaceuticals), it is common to seek protection
for all or a large part of these member states.”

Moreover, the territory covered by a “unitary patent” does
currently not include such important markets as Spain or
Poland and — as a matter of fact — no non-EU countries
like Switzerland. Protection for these countries needs to be
sought in addition to a “unitary patent”, at additional costs.

The political operators also assumed that for each applica-
tion for a “bundle patent”, enormous amounts of transla-
tion costs would have to be paid, this was identified as the
main cost driver.*® Despite the fact that, once again, the
unrealistic assumption of an application covering 25 EU
member states was being relied on, it was disregarded that

% Cf. the former Commissioner Barnier, verbatim protocol (fn.
14), para. 1105 or the press statement of the German Federal
Government of 12/04/2013 (fn. 19), Commission document
“Cost Comparison: Classic European Patent versus new Unitary
patent”, accessible at bit.ly/300Zf4w.

2% In September 2015, Italy joined as the 26™ member state, cf.
Commission decision (EU) 2015/1753 of 30/09/2015, accessible
at xup.in/d1.20785744.

2 Stjerna, Parl. History (fn. 14), paras. 227, 264, 539, 545, 1413.
28 Pagenberg, GRUR 2012, 582 (583, . col.); Rox, “EU-Patent —
Kostenreduzierungen deutlich iibertrieben” (“EU Patent — Cost
reductions are clearly exaggerated”), Platow Brief of 05/06/2013.
¥ McDonagh, Exploring Perspectives of the Unified Patent
Court and Unitary Patent within the Business and Legal Com-
munities, p. 23, second para., p. 41, accessible at bit.ly/33JtwRY.
30 Stjerna, Parl. History (fn. 14), paras. 78, 218 £., 1466, 1488.
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the London Agreement’' limited translation requirements
as of 01/05/2008. This fact alone significantly reduced the
alleged financial advantage of the “unitary patent” over a
European “bundle patent”.

In an investigation of the House of Commons on the use-
fulness of the UPC, which is worth reading, the fundamen-
tal misconceptions underlying the promised volume of
financial savings through the “unitary patent” were com-
mented critically on by the British Charted Institute of
Patent Attorneys (“CIPA”):*

“We have seen no reliable estimates for renewal fees
or of litigation. Nevertheless it is claimed that the new
system will be considerably cheaper, to the particular
advantage of smaller companies (SMEs). However,
this claim is based on doubtful assumptions. Compari-
sons are made between the costs of obtaining protec-
tion by 25 separate national patents via the EPO route
with the cost of a unitary patent. This shows the uni-
tary patent to considerable advantage — it could be
much cheaper. But whether an SME necessarily needs
protection in 25 EU countries is not considered. No in-
ventions are ever protected in all countries where pa-
tents can be obtained. The cost of rights obtained is
roughly proportional to the number of countries in
which patents are sought. The additional value of extra
rights falls rapidly. An SME with a significant inven-
tion will rarely be well advised to file in all countries
of the European Union.”

b) Wrong assumptions on the extent of duplicated
patent litigation in Europe

Similarly, the understanding that, under the European
“bundle patent”, a large amount of duplicated patent litiga-
tion was taking place in EU member states was far from
reality. On 11/12/2012, MEP Raffaele Baldassarre stated
in in the EU Parliament (translation from Italian):**

“Furthermore, in case of disputes, the absence of a
unitary system forces companies to start a separate
proceeding in each country, very likely leading to dif-
ferent results in different countries. Accordingly, there
is not even a common judicial system.”

Even according to an examination of the Commission
from 2011, only ten percent of all patent litigation disputes
cover more than one member state,* 90 percent of cases
are limited to one member state. The consequences of this
unrealistic assumption for SMEs were summarized by
Rechtsanwalt Dr Jochen Pagenberg:>

“The promised substantial cost savings through the
avoidance of parallel litigation will not be achieved for

>! Cf. archive.ph/eddOE.
32 The Unified Patent Court: help or hindrance?, p. 30, para. 134,

accessible at bit.ly/33MxCJ7.

33 Stjerna, Parliamentary History (fn. 14), para. 1250.

* Preliminary Findings of DG Internal Market and Services —
Study on the Caseload and Financing of the Unified Patent
Court, p. 15, accessible at bit.ly/3eJz9ps.

35 Pagenberg, GRUR 2012, 582 (585, 1. Sp.).
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the large majority of parties, namely again for the
SMEs. On average, only 5 - 8% of litigation in Germa-
ny involve parallel proceedings in other EU countries,
and not 20% as alleged in a study. In the large majori-
ty of cases it is precisely not SMEs that conduct these
parallel proceedings and that could profit here. As a
result initial estimates come to the conclusion that liti-
gation costs will increase by at least a factor of three if
one takes again today’s’ German cost as benchmark.”

The mentioned report by the House of Commons likewise
emphasized that the large majority of patent practitioners
expected significant cost increases for proceedings at the
UPC,*® especially for SMEs.”’ This expectation was con-
firmed in a study by British Intellectual Property Office
(IPO) from 2014 in which, for the UPC, a cost situation
similar to the current British level was held possible at
which, for one instance, the costs for legal representatives
and experts alone often reach GBP 1,000,000 — per party,
of course.

V. The costs of “unitary patent” and Unified Pa-
tent Court: Favorable for SMEs?

More than three years after the end of the legislative pro-
ceedings, the financial frameworks for the “unitary patent”
and UPC have recently been substantiated. It is difficult to
recognize that are favorable for SMEs.

1. Renewal fees for the “unitary patent”

It took until the middle of 2015 before the renewal fees for
the “unitary patent” were presented. After a first proposal
had been rejected as unattractive,” the EPO announced on
24/06/2016 that the fees for the whole 20-year-duration
were set at EUR 35,555. This amount is based on the re-
newal fees which are to be paid for a European “bundle
patent” with effect for the four most designated EPC con-
tracting states (“TOP 47). Still based on the aforemen-
tioned unrealistic assumptions, the EPO arrived at a like-
wise unrealistic savings volume:*’

“For comparison, the amounts payable under the cur-
rent system in the same 25 member states add up to
EUR 29 500 for the first ten years, and nearly EUR
159 000 for the full 20 years. In other words, the fee
scale now endorsed for the unitary patent under the
True Top 4 proposal corresponds to a reduction of
78% compared to the current situation.”

In view of the Commission’s intent to close the “cost gap”
especially to the US,* let us have a look at the cost situa-
tion there: The renewal fees for a US patent over its full
duration of 20 years amount to approx. EUR 13,000, small
and micro enterprises get a discount of 50 respectively 75

36 UPC: help or hindrance? (fn. 32), p. 26, para. 118.

37 UPC: help or hindrance? (fn. 32), p. 27, para. 121.

3% McDonagh (fn. 29), p. 19, last para. and p. 21, last para.

39 “European criticism on high renewal fees as proposed for Uni-
tary Patent”, Kluwer Patent Blog, 26/03/2015., accessible at ar-
chive.md/d8Cu4.

et archive.ph/wip/jghBo.

*1Fn. 11, p. 14, third para.
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percent.*” Thus, over the full lifetime of a “unitary patent”
a European SME has to pay roughly five times more than
its US counterpart for a respective US patent.

A fee discount for SMEs was not adopted, despite the fact
that this has been demanded™® for years. As a consequence,
SMEs will have to pay the same fees as a large corpora-
tion. This in itself shows what the promises made in the
legislative proceedings are worth in practice.

2. UPC: Court costs and cost reimbursement

In February 2016, the Preparatory Committee of the UPC
(“PC-UPC”), responsible for making the court operational,
submitted a proposal* on the court fees and the ceiling of
representation costs which the losing party has to reim-
burse to the winner.

a) Designation of the value in dispute

In the center of the calculation of court costs and reim-
bursement ceilings for representation costs is the value in
dispute of the proceedings. This is to be determined sub-
ject to the “objective interest” pursued by the plaintiff with
his action.”’ It is to be understood economically, focusing
on a calculation of the hypothetical license fee which the
defendant would have to pay for the product attacked as
patent-infringing from its market entry until the lapse of
patent protection.*® As decisions of the UPC would have
effect for all the (currently) 25 contracting states of the
UPCA, it can be expected that cases with a value in dis-
pute of EUR 5,000,000 and more will not be rare.

b) Court costs

According to Art. 36(3)2 UPCA, a fixed fee is to be paid
for all proceedings. For certain proceedings (e. g. an in-
fringement action, but not a revocation action) an addi-
tional value-based fee comes on top if the value in dispute
exceeds EUR 500,000, ¥’ its maximum amount being
EUR 325,000.

In order not to overload this article, only some fee exam-
ples for common constellations shall be given here.

The court fee for a patent infringement action with a value
in dispute of up to EUR 500,000 is EUR 11,000.* For the
same proceeding at a German Regional Court, currently
EUR 10,608 would have to be paid. At a value in dispute
of EUR 1,000,000 court costs of EUR 15,000 are due at

2 Bausch/Sach, How attractive will the European Patent with
Unitary Effect be for Applicants?, Kluwer Patent Blog,
12/03/2015, accessible at archive.md/1sq51.

# Cf. the Commission Green Paper of 1997 (fn. 5) and the Reso-
lution of the EU Parliament of 19/11/1998 (fn. 7).

* Document “Rules on Court fees and recoverable costs” of
25/02/2016, accessible at bit.ly/33M58z0.

“Fn. 44,R.370 (6) 1.

* Draft “Guidelines for the determination of Court fees and the
ceiling of recoverable costs”, ciphers 1.1., I.1.a) and b), accessi-
ble at bit.ly/3uPFLYX.

4T Fn. 44, R. 370 (2), (3).

®R.370 (2) (1.), (3) and fee table (fi. 44, p. 9).
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https://archive.md/1sq51
http://bit.ly/33M58z0
http://bit.ly/3uPFLYX

the UPC (DE: EUR 16,008), at EUR 5,000,000 the fee is
EUR 43,000 (DE: EUR 59,208).

From the German perspective, the court fees are set at a
comparable or even modest level. Due to the value-
independent fixed fee of EUR 20,000,* revocation actions
at the UPC are significantly cheaper than they are at the
German Federal Patent Court, where the court fees are 50
percent higher than the values for the cited German in-
fringement actions.

) Reimbursable representation costs
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Likewise, at the request of one party, the court can lower
the defined ceilings without a limit, if the award of costs of
the predefined amount would threaten the “economic ex-
istence” of the applicant.”’

cc) Interim conclusion

The situation is completely different with regard to the
suggested ceilings for reimbursable representation costs.*’
These cover one instance,” further costs for the expenses
specified in R. 150(1) of the Rules of Procedure, e. g. for
party experts, witnesses or translations, come on top.

aa) Calculation examples

For the examples used in the context of the court fees, the
following reimbursement ceilings apply in a patent in-
fringement dispute between two parties in first instance: At
a value in dispute of EUR 500,000, up to EUR 56,000 are
reimbursable (DE**: EUR 19,704.96), at EUR 1,000,000
up to EUR 112,000 (DE: EUR 28,089.96) and at
EUR 5,000,000 up to EUR 600,000 (DE: EUR 99,489.96).

The same amounts apply to a revocation action.

In case the defendant accused of infringement files a coun-
terclaim for revocation, the values in dispute of these pro-
ceedings are added™ and the reimbursement ceilings are
determined according to the overall sum. As a result of the
progressive structure of the fee table this leads to a re-
duced ceiling of reimbursable costs, when compared to the
values applicable to the isolated proceedings; it is, howev-
er, still significant and is many times higher than the
amount reimbursable®* under German law . Furthermore, it
needs to be considered that the court can determine the
value in dispute of the revocation action up to 50 percent
above that of the infringement action® which will then
lead to even higher reimbursement ceilings.

bb) Adaptation of the ceilings by the court

After all, the feared cost increase up to the British level
seems to become a reality.

If it is pointed out that the UPC renders decisions for all
signatory states of the UPCA and thus for a larger market,
this is as such correct. However, it does not mean that the
facts of the dispute would multiply and cause many times
more work for the attorneys involved. This can easily be
seen in the currently existing cases which cover multiple
member states and in which the relevant issues and the
underlying facts are mostly identical.

Insofar, the suggested reimbursement ceilings appear to be
immensely high, at least when compared to the current
level of costs reimbursable under German law. Although it
is underlined that said ceilings would only form a “safety
net” and should not be understood as the standard values,®
in all experience, it would be surprising if the beneficiaries
in each case would not do exactly the latter.

d) Measures in support of SMEs

The proposal also includes measures which are meant to
facilitate access to the UPC for SMEs, their effectiveness
is again doubtful.

aa) Reduction of court costs

Under the proposal the court is further granted the power
to even raise the defined reimbursement ceilings “in lim-
ited situations”, e. g. “a particular complexity of the case
or multiple languages being used in the proceeding” at the
request of one party.”

*R.370 (4) (1.) and fee table (fn. 44, p. 7 f.).

9 Art. 1 (2) Draft Decision (fn. 44, p. 13).

U Art. 1 (3) Draft Decision (fn. 44, p. 14).

32 Containing the statutory fees for attorney at law and patent
attorney, without further costs.

53 Draft Guidelines (fn. 46), cipher 11.2.b.(4), p. 4.

>* Summation of the statutory fees for attorney at law and patent
attorney in infringement and revocation proceedings.

> Draft Guidelines (fn. 46), cipher I1.2.b.(2)(ii), p. 2.

36 Art. 2 (1) Draft Decision and explanation (fn. 44, p. 14, 21).

Small and micro enterprises in the sense of Commission
recommendation No 2003/361 are granted a discount of 40
percent on the court fees,” this is not available to medium
enterprises.

At the same time, the court is empowered to not only re-
voke a cost reduction granted to an SME, but to also im-
pose an additional punitive surcharge of 50 percent against
it. A granted discount can be cancelled if payment of only
60 percent is “manifestly disproportionate and unreasona-
ble” in view of the financial capacity of the small or micro
enterprise. Further, the court is allowed to revoke the
discount and impose payment of a 50 percent surcharge, if
the information provided on the status as a small or micro
enterprise is wholly or partially incorrect.®'

As a consequence, a micro enterprise can ultimately owe
50 percent more in court costs than a large corporation
would in the same situation. Said 50 percent surcharge is
independent of any default and seems to fully apply even
if the information provided is incorrect only to a minor
extent. Already the fact that different kinds of behavior —
the provision of fully or partially incorrect information —
will indiscriminately cause the same legal consequence

57 Art. 2 (2) Draft Decision and explanation (fn. 44. p. 14, 21).
58 Fn. 44, explanation, p. 21, last para.

> Fn. 44, R. 370 (8).

0 Fn. 44, R. 370 (8) (d) (1).

1 Fn. 44, R. 370 (8) (d) (2).



indicate a problem with the principle of proportionality.
Also, the surcharge of 50 percent appears to be arbitrary.

bb) Reduction of cost reimbursement ceilings

The mentioned option of a party to apply for a reduction of
the cost reimbursement ceiling if the award of costs of the
predefined amount would threaten its economic existence
is available to SME and other entitled entities.®* For its
decision, the court shall take into account all available in-
formation, for instance the procedural behavior, the appli-
cable reimbursement ceiling in relation to the parties‘ an-
nual turnover and the impact of a reduction on the party
entitled to reimbursement.

e) Legal aid

Although this is not part of said proposal, for the sake of
completeness, it should be mentioned that, pursuant to
Art. 71 UPCA, also legal aid is available at the UPC.
However, it is reserved to natural persons, legal persons
are excluded. In its already mentioned examination from
2011, the Commission commented on this in an almost
relieved manner:®

“In practice, patent litigation almost always involves
companies, and very few cases involve natural per-
sons. It is therefore safe to assume that legal aid will
not constitute a significant cost factor for the UPC.”

If supporting SMEs and allowing them to operate at the
UPC on an equal footing was truly desired, it would al-
most be obligatory to open access to legal aid also for le-
gal persons as it is common practice in some EU member
states. The cited statement, however, makes it pretty clear
that the support of SMEs is no longer that important for
the political operators if this entails a cost risk. Therefore,
despite any purported care for SMEs, access to legal aid is
defined as narrow as possible, the most effective way of
doing so probably being its limitation to natural persons
which, in the present context, will empty legal aid of any
practical meaning. As correctly pointed out by the Com-
mission, natural persons almost never show up as a party
to a patent dispute and if they do, they usually do not re-
quire financial support.

f) Interim conclusion

The court costs at the UPC, especially in their discounted
form, should usually be affordable for SMEs. This is not
the case for the suggested ceilings for representation costs,
all the more since further costs will come on top. Most of
all, various exceptions and discretion for the court result in
a lack of predictability which will render the use of the
UPC an adventure for the usually risk-averse SMEs.

All measures for SMEs ignore the fact that they will also
require legal representation, will have to pay for transla-
tions and probably experts if they wish to operate on equal

62 Art. 2 (2) Draft Decision (fn. 44, p. 14).
63 Study UPC Caseload and Financing (fn. 34), p. 102.
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terms before the UPC. The Commission is well aware of
this:**

“In any discussion on the level of court fees at the
UPC, it should always be kept in mind that a very sub-
stantial part of parties' costs will relate not to court
fees but to costs of representation and experts.”

Cost reimbursement which can anyhow only be claimed
by the winning party can be obtained only at the end of the
dispute, until then all costs have to be financed. Nonethe-
less, measures for assisting SMEs with financing this usu-
ally biggest part of costs are missing, although they would
require to be given first priority, at least if true support for
them was really desired.

VI European Commission: SMEs require insur-
ance at the UPC!

It does not come as a surprise that already in October
2015, i. e. prior to the determination of court costs and
reimbursement ceilings, the Commission warned in a
working paper that the cost risk involved at the UPC
would be so significant that SMEs needed litigation insur-
ance — while admitting that such insurance is currently not
available on the market. The Commission stated (emphasis
added):®

“The cost exposure for IP rights and particularly pa-
tent litigation is significant, hits SMEs disproportion-
ately hard and acts as a serious deterrent for SMEs to
engage in patenting in the first place. Indeed, under
the Unified Patent Court, firms that lose a legal dis-
pute will have to pay the court fees of the winner (pro-
visionally estimated at a fixed fee of EUR 11 000 plus
a value based fee of up to EUR 220 000). [Remark:
Said maximum value is based on an outdated draft.] 7o
this have to be added the winner's legal costs, which on
the basis of the draft Unified Patent Court rules could
amount to up to EUR 3 million. In addition, the losing
party will typically also be required to pay damages.
Such exposure can only be effectively addressed
through a functioning IP litigation insurance market.
Once the unitary patent (including the court and the
official procedures) is in force, such a market — which
did not develop at national level due to the too limited
size of the market — could start to grow.”

This does not mean anything else than at the UPC, from
the outset, SMEs’ capacity to act is limited and that they
are structurally handicapped, particularly in relation to
larger competitors.

Interestingly, the creation of a suitable litigation insurance
for SMEs has been on the political agenda as long as the
creation of a Community patent and a patent court system
themselves. Respective demands can already be found in
the Commission’s “Green Paper on the Community patent

% Study UPC Caseload and Financing (fn. 34), p. 99.
% Document SWD (2015) 202 final, p. 71, accessible at

bit.ly/3vOOWGp.
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and the patent system in Europe” ® from 1997 and in the
Resolution of the EU Parliament®’ of 19/11/1998. In the
Commission document “Promoting innovation through
patents” from 1999, it is set out:**

“The creation of an insurance system to provide legal

protection in the event disputes involving patents is a
valuable concept which should be examined in greater
depth. The European Parliament considers that an in-
surance system covering the costs incurred in legal
proceedings would give enterprises (in particular
SMEs) a fair chance to defend their patent rights and
thus strengthen their confidence in the patent system.”

The importance of such insurance is also underlined in
Commission document “Enhancing the patent system in
Europe” of 2007.%

Why was the creation of suitable insurance measures for
SMEs, which were part of the political considerations
from the beginning, suddenly put outside the brackets in
the legislative proceedings, although it had been recog-
nized as a clear necessity for quite some time? Even now
that the Commission has expressly admitted that the costs
at the UPC are prohibitive for SMEs — referring them to a
non-existing insurance means nothing else —, the “activa-
tion” of the “patent package” is not put on hold until the
creation of respective insurance options as to first ensure
equality of arms, but it is instead declared that such
measures would be “considered” after its entry into ef-
fect.” Accordingly, the new system is set to be started alt-
hough those involved are perfectly aware of the fact that
SME will not be able operate in it on equal terms, espe-
cially vice versa financially stronger competitors. When
bearing in mind that the “patent package” was promoted as
a means of support for SMEs, this is a highly peculiar re-
sult.

VIL UPC'’s suitability for SMEs: The Chairman of
the Preparatory Committee prefers to remain silent

Prior to preparing this article, I contacted the Chairman of
the PC-UPC, Alexander Ramsay from the Swedish Minis-
try of Justice, to find out, amongst others, how the inter-
ests of SMEs were taken into account in his Committee. In
an e-mail of 06/11/2015, I asked him:

“For instance, who [on the Expert Panel] is represent-
ing the perspective of SMEs which, according to the
political operators, are meant to be a major benefi-
ciary of the “unitary patent” and UPC?”

After he had avoided an answer in his reply at the begin-
ning of December 2015, I asked again on 13/01/2016:

% Above fn. 5, p. 24, cipher 4.5.

57 Letter C.

58 Above fn. 8, p. 18, cipher 3.7.2.

% Above fin. 11, p. 17, cipher 3.4.2.

™ Document SWD (2015) 202 final (fn. 65), p. 71: “..., the
Commission will consider extending its efforts to the following
measures:”.
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“In relation to the composition of the Expert Panel, 1
was asking who represented the SME perspective as
SMEs are said to be the major beneficiaries of the new
system. You did not wish to comment on the absence of
an SME representative on this panel, stating that the
latter was not “the only way the Committee brings in
opinions of users”. (...) Is it also the position of the PC
that SMEs would be the main beneficiaries of a
UP/UPC system?”

Again, | did not receive an answer. On 22/01/2016, I asked
once more, now limited to the core question:

“As regards the Expert Panel, I would like to repeat
my earlier question as it has not yet been answered.: Is
it also the position of the Preparatory Committee that
SMEs would be the main beneficiaries of a UP/UPC
system?”

Subsequent to repeated reminders, the following reply was
received on 16/02/2016, still avoiding a material state-
ment:

“I believe I have provided you with answers to your
questions and have no further comments. A closing
remark from my side concerning your specific SME re-
lated question would be that the Preparatory Commit-
tee of course is guided by the wording of the [UPC-]
Agreement also in respect of the interest of SMEs to
this reform. I would in particular like to highlight the
second recital concerning the difficulties SME experi-
ence today when wishing to expand (and enforce) their
patent protection to other parts of the single market
than their “home territory”. To come to terms with
these difficulties is of course an important objective of
the reform.”

My final comment was:

“Much to my astonishment, you (...) seem to be reluc-
tant to provide a meaningful answer to my question
whether the Preparatory Committee — in line with po-
litical operators — considers SMEs to be the main ben-
eficiaries of a UP/UPC system. I was not asking which
wording in the UPC Agreement would lend support to
the allegation that this was the case, but for your posi-
tion as the Chairman of the Preparatory Committee.
However, the fact that you avoid a statement on this
aspect is, I think, answer enough.”

VIII. Conclusion

All this shows that the alleged support of SMEs by the
“unitary patent system” was nothing more than mere lip
service in order to maneuver the “patent package” through
the legislative proceedings as smoothly and quickly as
possible.

Prior to the vote on the “patent package” on 11/12/2012,
rapporteur Bernhard Rapkay warned:”'

7! Stjerna, Parliamentary History (fn. 14), para. 1433.



“I tell you: Those voting against the patent package
today are playing the game of large corporations. They
are playing the game of large corporations against the
SMEs, there can be no doubt about this!”

The “patent package” is detrimental to those it alleges to
support, namely SMEs, and serves the interests of only a
handful. Pagenberg pointed this out at the end of 2012
already, when he was asking:"*

“Did nobody want to notice that nearly 80% of the us-
ers, among them the SMEs, are bearing all the disad-
vantages, while those who need protection in 25 coun-
tries - not even 30% of the users - got everything they
wanted?”

To summarize it with the words of the aforementioned IPO
study from to 2014:7

“The costs of the new system are likely to hit SMEs the
hardest.”

First of all, one would expect that no new system is pass-
ing the legislative procedure before its costs are adequately
clear, especially if exceptional financial advantages are
promised for it. One would at least expect the legislator to
establish clear legislative requirements to make sure that
any questions left open at the end of the legislative pro-
ceedings will be answered in line with the targets pursued.
Nothing of this has happened. Consequently, it does not
come as a surprise that the final design of the “patent
package” does not have much in common with the initially
propagated motive of supporting SMEs.

This, although simple and effective measures for support-
ing SMEs are obvious: On the granting side, a discount on
the office fees and on the enforcement side the expansion
of legal aid to legal persons and the creation of an appro-
priate litigation insurance scheme. Such steps could sup-
port SMEs in a far more effective manner than instruments
of limited use like said good faith rule or the compensation
scheme for translation costs. However, this would of
course require the willingness to finance such instruments.
As this is missing, placebo measures are relied on instead,
the costs of which are manageable and which can be sold
as means of support, even if their practical effect is very
limited.

It can be ascertained that the structural disadvantages of
SMEs that were loudly lamented throughout the legislative
proceedings on the “patent package” are not reduced by
the “patent package”, but are perpetuated instead. Benefi-
ciaries of the “unitary patent package” are those needing
geographically broad patent protection and having the
necessary financial resources to pay the costs announced
for this and for enforcement in court. The primary objec-
tive, however, was the support of SMEs.

"2 Pagenberg, Exclusivity, Transitional Arrangements and Opt-
out - Risk of financial disaster for small companies in patent
litigation, p. 17, cipher 4, accessible at archive.md/Y60j1.

3 MeDonagh (fn. 29), p. 40, second para.
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The fact that this objective is apparently clearly missed,
deprives the legislative package of its legitimacy and the
question arises why a national legislator should actually
put such system in effect by ratifying the UPCA. Should
the expressly designated objective of SME support not be
abandoned, there are only three options left:

— no ratification of the UPCA,

— postponement of the ratification until the cost situa-
tion has been amended in favor of SMEs, or

— postponement of the ratification until market availa-
bility of the required litigation insurance.

In their entirety, SME are by far the largest employers,
their problems are always the problems of their employees
and thus of a large number of European citizens. For this
reason alone, this matter deserves a broad discussion in the
national Parliaments of the affected EU member states. Of
the 25 member states having signed the UPCA, so far
nine”* have ratified — of 13 necessary for its entry into
force —, 16 ratifications are still open. Insofar, any interest-
ed citizen should bring the matter to the attention of the
MEP competent for his/her constituency and demand that,
prior to its ratification, a broad Parliamentary discussion
on pros and cons of the “patent package” should be held. If
it is to enter into force in the present form, especially
SMEs will have to live with it, this will usually not be to
their advantage.

% ok ok

For possibilities to support my work on the European pa-
tent reform please visit www.stjerna.de/contact/?lang=en.
Many thanks!

* Austria, Belgium, Denmark, France, Luxembourg, Malta, Por-
tugal, Sweden and Finland.
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